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CONFIDENTIAL STATE 266004 

E.O. 11652: GDS 

TAGS: MASS, TC, JO 

SUBJECT: PAYMENT SCHEDULE FOR FMS TO JORDAN 

REF: (A) ABU DHABI 1745 DTG 270650Z AUG 75; (B) SECDEF 
251517Z AUG 74; (C) MAP AMMAN 310750Z JUL 75; (D) SECDEF 
301806Z AUG 75; (E) ABU DHABI 2073 DTG 180726Z OCT 75; 

(F) ABU DHABI 2274 DTG 050627Z NOV 75 

1. STATE/DEFENSE REGRET THAT COMPLEXITIES OF FMS PROGRAM 
AND HARD AND FAST LIMITS ON HOW FAR WASHINGTON CAN GO TO 
ACCOMMODATE OUR FRIENDS HAVE GIVEN RISE TO UNFORTUNATE 

MISUNDERSTANDINGS AND PROBLEMS ON FMS SALE TO JORDAN 
FINANCED BY THE UAE. 

2. PERHAPS TWO CLEARLY STATED PRINCIPLES WILL HELP THE 
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EMBASSY TO UNDERSTAND THE RIGIDITY OF WASHINGTON S 
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POSITION ON THIS MATTER. EMBASSY WILL THEN BE BETTER ABLE 
TO EXPLAIN OUR POSITION TO BUTTER'S SATISFACTION: A. DOD 
IS PROHIBITED FROM USING APPROPRIATED FUNDSTOPAY FMS 
CONTRACTORS. B. ALTHOUGH EVERY EFFORT IS MADE TO ARRANGE 
PAYMENT PLAN IN SUCH A WAY THAT SOME FLEXIBILITY IS 
RETAINED, AS THE CONTRACT IN QUESTION NEARS COMPLETION, 

THIS TIME FLEXIBILITY CAN BE LOST. AND PAYMENTS SIMPLY 
MUST BE MADE EXACTLY AS SCHEDULED TO AVOID CONTRACTOR 
APPROACHING DOD FOR PAYMENT OF FUNDS WHICH HAVE NOT YET 

BEEN DEPOSITED WITH DOD. 

3. IN THE SPECIFIC CASE OF FMS SALE TO JORDAN FINANCED 
BY UAE, THE CLOCK ON PAYMENTS STARTED TICKING WITH 
SIGNATURE OF THE CASES IN JORDAN. SOME OF THE TIME 
FLEXIBILITY BUILT INTO THE FMS PROGRAM WAS USED TO 
ACCOMMODATE UAE'S DESIRE TO SLIP SEPTEMBER 75 PAYMENTS 
TO NOVEMBER. AS WE NOW APPROACH COMPLETION OF THE CON- 
TRACT AND DELIVERY OF THE FINAL VEHICLES TO JORDAN, WE 
HAVE RUN OUT OF FLEXIBILITY ON EXTENDING FINAL PAYMENTS. 
EXTENSIONS DEMANDED BY BUTTER WOULD PUT DOD IN THE COM- 
PLETELY UNTENABLE POSITION OF BEING FORCED TO COVER A 
FMS PAYMENT WITH APPROPRIATED FUNDS WHILE AWAITING 
ARRIVAL OF UAE PAYMENTS SEVERAL MONTHS LATER. WE 

DEEPLY REGRET THAT THESE CIRCUMSTANCES WERE NOT ADEQUATELY 
COMMUNICATED TO EITHER BUTTER OR EMBASSY BUT HOPE THAT 
EMBASSY MAY DRAW AS NECESSARY ON THE ABOVE TO EXPLAIN OUR 
POSITION TO BUTTER'S SATISFACTION. 

4. AS TO THE APPARENT DISPARITY IN ACTUAL AMOUNT OF 
PAYMENTS, THIS IS YET ANOTHER UNAVOIDABLE COMPLEXITY OF 
FMS PROGRAM. ALTHOUGH EVERY EFFORT IS MADE TO "FRONT 
LOAD" PAYMENT PLAN IN SUCH A WAY THAT LAST PAYMENT IS 
LESS OR IN FACT NEGATIVE, I.E., THAT US OWES THE PAYEE 
MONEY ON SALE, COST ESCALATION DURING THE COURSE OF 
COMPLETION OF CONTRACT, LUMPED TOGETHER AND SETTLED IN 
THE FINAL PAYMENT, DOES ON OCCASION CAUSE THE FINAL 
PAYMENT TO BE HIGHER THAN THOSE WHICH HAVE PRECEDED IT. 

IN THE CASE IN QUESTION, INFLATION THROUGHOUT THE PERIOD 
THE CONTRACT HAS RUN. LUMPED INTO THE LAST PAYMENT, HAS 
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CAUSED AN ESTIMATED INCREASE ON THE ORDER OF DOLS. 1.5 
MILLION. EXACT FINAL BILLING WILL BE COMPUTED SUBSEQUENT 
TO CONTRACT COMPLETION. 

5. IN SUMMARY THEN, WE ARE UNABLE TO FURTHER ACCOMMODATE 
BUTTER'S DESIRE TO DELAY PAYMENTS; WE DEEPLY REGRET THAT 
DISTANCE AND COMPLEXITY HAVE LED TO THIS MISUNDERSTANDING 
AND HOPE THAT EMBASSY WILL BE ABLE TO EXPLAIN USG 
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POSITION TO BUTTER'S SATISFACTION THROUGH USE OF ABOVE. 

KISSINGER 
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